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POSSIBLE INCREASE IN BLOC REEXPORTS 
OF EGYPTIAN COTTON 


The United Arab Republic (UAR -- Egypt) has embarked on a new 
cotton policy that may allow for an increase in the volume of Egyptian 
cotton reexports by Bloc countries. During the current season, export 
prices of Egyptian cotton will be determined competitively, and the 
prices will be identical for all purchasing countries. The effect of this 
policy will be to reduce cotton prices to the Bloc J J and Yugoslavia, ap- 
parently making it easier for these countries to withstand the financial 
burden of undercutting world cotton prices in order to pursue a reexport- 
ing program. 

Although reexports of Egyptian cotton to non-Bloc countries by the 
Soviet Bloc and Yugoslavia during the 1961/62 marketing season were 
not large, reexports in the several years previous to 1961/62 were 
quite substantial. It is estimated that in the years immediately before 
1961/62 reexports by these countries accounted for about 8 percent of 
their cotton purchases from the UAR -- a figure equivalent to about 
16 percent of the total Egyptian cotton exports to the non-Commumst 
countries in 1958/59; 10 percent in 1959/60; and 14 percent in 1960/61. 
The sales were customarily at prices ranging from 2 to 20 percent below 
world prices. Such competition can have serious effects on Egyptian 
cotton prices, and can hinder attempts by the UAR to sell cotton to hard 
currency purchasers. 

During the 1961/62 season the volume of Bloc -Yugoslavian reexports 
was restricted as a result of the following policies undertaken by the UAR 
government. First, triangular switch transactions were prevented by 
closing the Alexandria cotton market in June 1961 and placing all exports 
of Egyptian cotton under government control. Second, all exported cotton 
bales were permanently stenciled with the legend "Product of Egypt des- 
tined for ultimate consumption in [Tor example, Czechoslovakia]." 2/ 
Third, the UAR continued its policy of giving discounts to purchasers of 
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cotton from hard currency countries, a procedure that had the effect of 
charging somewhat higher prices to the Communist countries and there- 
by increasing the financial burden of reexporting. 

A fourth, and very effective, policy was initiated during the 1961/62 
marketing season whereby the Egyptian Cotton Commission (ECC) estab- 
lished quotas on cotton sales to all Communist countries. 3 J The ac- 
companying table shows that the ECC heavily restricted cotton exports 
to the Communist countries until the latter half of the season, at the 
same time relatively increasing the volume of exports to the rest of 
the world during the first 6 months of the marketing year. In this 
manner the UAR was able to forestall reexporting by keeping the volume 
of cotton shipped to the Communist countries in closer accord with their 
domestic needs and simultaneously selling heavily to the hard currency; 
countries. As the table indicates, this policy was very strictly enforced 
for those Communist countries that had been the principal offenders -- 
Czechoslovakia, Yugoslavia, Rumania, and Poland. Reexports during 
the latter half of the season also were curtailed as a result of the quota 
system. Although the heaviest export curtailments occurred within the 
first 6 months, sales to the Bloc and Yugoslavia for the whole season 
were down by 39 percent compared with the previous season. This de- 
cline compares with a drop in the 1961/62 Egyptian cotton crop of about 
30 percent and a relative decrease in exports to non-Communist coun- 
tries of only 19 percent. 

As a consequence of the above policies, the volume of reexporting 
was reduced in 1961/62. Prospects for the current season, however, 
are not so bright. The new 3-year Soviet-UAR trade agreement calls 
for large annual shipments of cotton to the USSR, probably insuring a 
continuation of the present allocation of 55 to 60 percent of Egypt's 
total cotton exports to the Soviet Bloc and Yugoslavia. The combined 
effect of the new quotas and the lower prices will make it easier and 
less costly for these Communist countries to reexport Egyptian cotton 
should they need to bolster their hard currency positions. The only 
areas of restraint lie in stenciling the export shipments and in re- 
stricting the volume of exports to the Bloc -Yugoslavia until the latter 
part of the season. The impact of the first tactic is nebulous, and the 
ability of the UAR to withstand the continued and intensive, pressure of 
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the Bloc for larger immediate shipments is doubtful. In the event that 
neither measure is effective, the UAR will be in a particularly vulner- 
able position. Consequently, reexports of Egyptian cotton by the Soviet 
Bloc and Yugoslavia may rise' again in the coming marketing season. 


Table 

Changes in the Distribution of Egypt's Cotton Exports: 
1961/62 Marketing Season Compared with 1960/61 


Percent of Change 

from Previous Similar Period 

First Half 1961/62 Full 1961/62 

Purchaser Marketing Season Marketing Season 


Communist countries 

Principal reexporters 

Czechoslovakia 

Yugoslavia 

Rumania 

Poland 

Other reexporters 
USSR 

East Germany 

Bulgaria 

Hungary 

Average of all Communist 
purchasers 

Average of principal re- 
exporters 

Non-Communist countries 


-65 

-60 

-97 

-47 

-73 

-8 

-58 

-54 


53 

-51 

-30 

-23 

-6l 

-30 

-59 

-46 

-49 

-46 

-73 

-42 

23 

-19 
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A large part of Egypt's exports of cotton to the Bloc, particularly 
to the USSR and Czechoslovakia, constitutes payments for military and 
economic assistance. As long as Egypt continues to seek and receive 
such aid from the Bloc, it is unlikely tttaut (the government will be able -- 
even if desirous -- to develop a cotton policy in the foreseeable future that 
would effectively eliminate reexports by these countries. 


3 December 1962 CIA/RR CB 62-81 

C-O-N-F-I-D-E-N-T-I-A-L 


Page 4 


Approved For Release 2001/05/17 : CIA-RDP79T01003A001 4001 10001-3 



Approved For Release 2001/05/17 : CIA-RDP79T01003A001 4001 10001-3 


C-O-N-F-I-D-E-N-T-I-A-L 


Analyst: 



Sources: 


25X1 A 


1 . 

25X1 A z ' 


Stat^^^exandri^^^Ds^^^^^ 29 Aug 62. OFF USE. 

no 101, 

State, Alexandria. 16 Oct 61. OFF USE. 


3 December 1962 


CIA/RR CB 62-81 


C-O-N-F-I-D-E-N-T-I-A-L 


Page 5 


Approved For Release 2001/05/17 : CIA-RDP79T01003A001 4001 10001-3 



Approved For Releas^g)^J'gjJ^jF^J9T01003A001 4001 10001 -3 


CONFIDENTIAL 

Approved For Release 2001/05/17 : CIA-RDP79T01003A001 4001 10001-3 



Analyst: 


I/NE 


Approved For Releatg^MjtSfc?’ : 


Control Staff 


Control Sheet 


25X1 A 


Series Number CIA/RR CB 62-81 


CONFlDENTlAt 


Date of Document 3 December 1962 


Classification _____ 
Number of Copies 


GROUP 1 
Excluded from automatic 
downgrading and 
declassification 


250 


Copy No. 


Recipien t 


Date 


Returned! 

























3-t/P/C. 


Approved For Release 2001/05/17 : CIA-RDP79T01003A001 4001 10001-3 


►-E-C a-S-T 


SUBJECTS Distribution of Current Suppo Brlel No. 62 -81, Possibl e 
Inc rease In Bloc Reexports of Egyptian Cott on — 3 December 1962 


Co py No- 
1 

2 - 3 

& - n 

12 14 

15 20 

21 

22 ♦ 30 
31 

32 2 SO 


O/DDI - Attn: 

NIC 

OCI Internal 
ONE 

St/CS/RJt 
O/DDI 
NSA 
NSAL 

oa R/St/I/D D i & in bp t urn 


Fifeclpic nt 25X1 A 

HH R o T! 7E 32, Hqo 



25X1 A 
25X1 A 


■il/i s •-.* e.bu <**n by Oi IT 






Approved For Release 2001/05/17 : CIA-RDP79T01 



01-3 




S-E-C-R-E-T 

Approved For Release 2001/05/17 : CIA-RDP79T01003A001 4001 10001-3 


ORR/St/I/D Distribution of Current Support Brief No. 

Increase in Bloc Reexports of Egyptian Cotton -- 3 December 1962___ 


Copy No. 


Recipient 


32 

33 

34 

35 
36-40 
41-46 
47-56 
57-64 
65-73 
74-76 
77-80 

81 

82 

83 

84 

85 

86 

87 

88 

89 

90 

91 

92 

25X1A 93-95 

96-98 
99 
100 
101 
102-143 
144 

145-155 

156-169 

170-179 

180-181 

182-185 

186-197 

198-199 

200-201 

202 


203-250 


AD/RR 
DAD/RR 
Gh/E 
St/ PR 

D/a (1 each branch) 

D/MS Cl each branch) 

D/R (1 each branch; 3 for R/FU) 
D/M Cl each branch) 

D/I (1 each branch; 2 for I/TF) 


D/GG 

St/I Cl each branch) 


25X1 A 


EKC/S 

St/FM 

Analyst/Branch 

GR/CR 

BR/CR 

SR/CR 



I/NE) 


. 25X1 A 

Chief, FDD 



Library/ CR 
IPX/CR 



Attn: Classified 
. Wash. 25. Do C. 


OBI 

OTR/IS/IP, RoomGCll Hq. 

NPIC/REF, Room 502, Steuart Bldg. 

St/P/C, Room 4F41 Hq. . 

Commandant Nat‘1 War College, Ft. Leslie McNair , 

Records Section, Rm. 26, Nat’l War College Bi ig. 

ACSl/Army, R. 1D479. Pentagon 
Navy, Director ONI, Room 5B659, Pentagon 
HQ. USAF, Attn: AFCJN-3D1, Room 4B137, Pentagon 
Ase*t Secretary of Defense, ISA, Room 3D220, Pentagon 
IISIA, Attn: W. Phelps, IRR/D, Room 701, Walker Johnson Bldg. , 

1734 New York Ave. , N. W. md» 

State, INR Communications Center, Room 7818, State Dept. Bldg, 
DIA, Services Division, Publications Section, Aoosn ZCZaO Pentegon 

‘ NSC, Room 365, Executive Office Bldg. 
Office of International Finance, Mrs. E. D« 
15th St. & Pennsylvania Ave., N. W. 

Special Ass't. to Secretary of the 


Dr. Neilson Debevoise 
Dept, of the Treasury, 
Downing, Room 5421, 
Attn: William Turpin, 


Treasury, 
Records Center 


Room 3330, Treasury Bldg, 


Approved For Release 2001/05/17 


S-E — C— R— E— T 
CIA-RDP79T01 003j 


GROUP 1 
Excluded from automatic! 

I downgradin'; and I 

AoOMftOrttaOOi 








25X1 A 


Approved For Release 2001/05/17 : CIA-RDP79T01003A0014001 10001-3 

COfiflSBiM 

SOURCES 

1 ‘ Ite yh. ^ t>tej ^coasen Alexandria, Cesnateh * ,«• ^ 

OFFICIAL use QHiar. uespat l5 Ho * A ” 3 >> 29 August 1962 



jp^^TsarssaaE: *“““** cm ~- 26 w*. 

16 <>•«*■ 1961, M, CMP », 

^-^ning -aourcea ^elsmiH^^ 

C Aj 3 Mi 


^ y /v^ g -A 




25X1 A 


i 




Approved For Release 2001/05/17 : CIA-RDP79T01003A0014001 10001-3 



